Abstract: Based on the behavioral theory of firm and prospect theory, we investigate how corporate social responsibility (CSR) activities will respond to underperformance in past and in future. Using samples of Chinese listed firms from 2011 to 2016, this paper found that CSR increases with the distance by which financial performance in the last year falls below goals and decreases with the distance by which expected financial performance will fall below targets. In addition, the future underperformance will weaken the effect of the past underperformance on CSR. Besides, the value of financial performance in the last year will weaken the impact of underperformance in the last year on CSR and strengthen the impact of underperformance in the next year on CSR. The findings suggest that future studies should take both value of financial performance and performance gaps into consideration to have a better understanding of organizational decisions and behaviors.
Introduction
Studies on how corporate social responsibility (CSR) is shaped by financial performance have failed to gain consensus. Some studies have suggested that they could be positively related since financial performance is a driver of CSR activities [1] . On the contrary, other studies have argued that firms could gain legitimacy and resources through CSR activities [2, 3] , thus firms experiencing poor financial performance are likely to engage in CSR activities. Since there are competing mechanisms, some studies have found that financial performance is not related with CSR activities [4] . We think the way firms interpret their financial performance can attribute to such mixed findings: it is the gap between financial performance and some goals or targets, rather than the value of financial performance itself, that determines CSR activities.
The behavioral theory of firm may provide a promising lens to address such inconsistency. Based on bounded rationality assumptions, organizations will set goals or targets to simplify their evaluation of financial performance [5] . Prior studies have investigated the impacts of the performance gap between financial performance and such goals or targets on research and development (R and D) search intensity [6] , strategy change [7] , mergers and acquisitions [8] , diversification [9] , and internalization [10] . It is suggested by the behavioral theory of firm that there are two search models in the decision-making process: backward-looking and forward-looking [6] . The backward-looking model suggests that firms could accumulate wisdom and experience from prior choices and make adjustments to their later decisions based on performance feedback [11] . Firms will have the motivation to search for alternative plans if they have failed to reach corporate goals. In contrast, the forward-looking model suggest that firms will evaluate the possible outcomes of engaging specific planned behaviors, and likely losses in future will encourage firms to search for alternative plans [12] to attain corporate targets. It is suggested that the right extent of CSR could benefit firms by the way of corporate reputation [13] , consumers' evaluation and loyalty [14] [15] [16] , stakeholder relations [17] , financial performance [18] , attractiveness to institutional investors [19] , firm capabilities, such as operational efficiencies [20] , and other positive employee responses, such as organizational citizenship behavior [21] . In this way, CSR could be used as an effective alternative choice if firms have failed to reach their financial performance goals or will fail to attain their targets in the future.
However, past and future underperformance may have different meanings to firms. Prospect theory suggests that loss in the past will make people more risk-averse and likely loss in the future will make people more risk-seeking [22] . Since CSR activities usually involve lower risk-taking than R and D or internationalization behaviors, we assume that underperformance in the past will increase CSR activities and underperformance in the future will decrease such practices. Besides, we are interested in whether the value of financial performance will influence the impacts of different performance gaps on CSR activities. Chinese listed firms trading on Shenzhen or Shanghai stock exchanges during the period from 2011 to 2016 will be chosen as samples to test the aforementioned arguments. It is complementary to choose China as a research setting since most prior studies about performance gaps or CSR have chosen developed countries as contexts, and the impacts of CSR activities are indeed different in developing and developed countries [23] .
This paper may shed new light on the literature about CSR, the behavioral theory of firm, as well as organizational risk taking. First, this paper contributes to the literature on CSR by providing the behavioral theory of firm as a new theory explanation. Prior studies have found many important determinants of CSR activities such as the firm's size, female directors, institutions, and competition intensity [2, 4, [24] [25] [26] [27] , but have failed to reach consensus on how CSR activities are influenced by financial performance. Thus, we can have a better understanding about CSR activities from the performance gap perspective. Second, we contribute to the behavioral theory of firm and organizational risk-taking by providing CSR as an alternative plan in the past underperformance situation. Prior studies have explored the influence of performance gaps on organizational behaviors, mostly in the form of R and D activities which are high risk-seeking [6] . CSR activities are usually a lower risk burden on organizations. Thus, this paper aims to understand the impacts of performance gaps on organization behaviors from a different perspective. Finally, we contribute to the behavioral theory of firm by incorporating the value of financial performance and performance gaps into a more comprehensive framework. Based on bounded rationality, organizations would set some goals and targets to evaluate their financial performance [5] , but it does not guarantee that the value of financial performance itself doesn't matter. By investigating the moderating role of the value of financial performance, we can better interpret the impacts of financial performance on organizational behaviors.
Theoretical Background and Hypotheses

Backward-looking Search and Corporate Social Responsibility (CSR)
The backward-looking search model was first described by the behavioral theory of firm by Cyert and March (1963) . They assumed that organizational behaviors are history-dependent, goal-directed, and conducted by simple rules [5] . Firms are goal-directed and are prone to set some goals to conduct their decisions and behaviors. Firms are history-dependent and they will adjust their goals based on their evaluation of performance history. That is to say, firms will stick to their routines if past performance has reached their goals and switch to search for other alternative plans if past performance has failed to reach their goals [28] . This backward-looking logic has been widely reported in the literature on organizational risk taking [29] , strategic change [7] , and R and D actions [30] .
Even though there are many studies about the impacts of CSR practices on financial performance [31] , studies about the impacts of financial performance on CSR practices are inconclusive. The "available resource hypothesis" proposes that they are positively related since CSR practices could burden costs to firms [32] and good financial performance guarantees enough resources that could be allocated to CSR practices [1] . However, the "social exchange hypothesis" assumes that Sustainability 2019, 11, 3438 3 of 21 firms will increase CSR practices under poor financial performance conditions since CSR practices could play an important role to enhance organization legitimacy and exchange for key resources such as confidence of investors [33] , satisfaction of employees [34] , loyalty of customers [35] , and good relationship with governments [36] . These two contradictory explanations could be attributed to the failure to distinguish different motivations behind CSR practices. The good-performance-based CSR practices may be motivated by corporate resources and generosity, and poor-performance-based CSR practices may be conducted to solve problems. To distinguish these two different motivations, we could use the backward-looking model from the behavioral theory of firm.
It is suggested that firms will evaluate and interpret their past performance against some goals to make decisions [37] . If past financial performance has reached their goals, corporate social responsibility is more likely to be motivated by firms' generosity, and if past financial performance has failed to reach their goals, corporate social responsibility is more likely to be conducted to solve problems and due to a wish to return to goals in the next evaluation round (generally next year). These two different patterns have been categorized as problem-driven and slack-motivated search when investigating organizational R and D search [6] .
Besides, it is suggested by the behavioral theory of firm that firms are goal-directed, history-dependent and conducted by simple rules [37] . Firms will set simple, objective, and measurable goals to provide a reference point. These goals are usually connected to financial performance [38] . It is the gap between past performance and these goals that help firms to make judgements about how well they have done in the past [39] . Firms usually take financial performance from the past few years to set goals since environments in the long-term period are likely to be non-stationary and predictions are likely to be biased. Financial performance closer to the last year will be given higher weights.
It has been confirmed that the framing of an outcome would change subsequent levels of risk acceptance, and losses in the past will make people and organizations more risk-averse [22] . Prior findings that underperformance in the past will make firms invest higher in R and D activities [6] have failed to take organizational risk preference into consideration. R and D activities are more risk-laden than CSR practices. When facing underperformance in the last year and the choice between R and D activities and CSR practices, if possible, firms are more likely to choose CSR activities.
To summarize, firms will set simple goals dependent on a weighed combination of financial performance in past few years. Then, the gap between financial performance and these goals determines firms' decisions about CSR practices: the higher the extent to which financial performance falls below goals leads to higher CSR. We will not make a proposition about CSR motivated by firms' generosity since it is hard to determine how generous a firm is.
Hypothesis 1:
CSR increases with the distance of past performance below goals.
Forward-looking Search and CSR
Based on prospect theory, Chen (2008) has developed the forward-looking search model of R and D investments. This study argued that technology development has armed firms with higher information processing and computation capability, which then enables firms to have a better understanding of future. Thus, many studies have attempted to investigate the effect of firms' understanding of potential future [40] . This forward-looking perspective assumes that firms will have a cognition of environments and consider all possible outcomes of different organizational behaviors before they decide which plan to engage [12] , thus, they have expectations of corporate performance in the future. In this way, firms are more likely to choose those plans which could reach their performance targets.
However, there may be two alternative choices that could help firms to reach future targets: R and D activities and CSR practices. How will firms choose? We think prospect theory could provide us with a useful framework. It is suggested by prospect theory that people are risk-averse if they are likely to gain in the future and risk-seeking if they are likely to lose in the future [22] . Management literature has extended this logic from individuals to organizations and found that organizations are risk-averse when they are likely to reach or exceed their targets and risk-seeking when they are unlikely to reach organizational targets [41] . From the literature on R and D activities, we see that R and D activities are high in risk-taking behaviors and that their failure rate could be up to 80%, and successful R and D programs still need time to be translated into profits to firms. In contrast, CSR practices would burden little risk to firms and can be translated into competition advantage both in the short-term by means of resources exchange [33, 35] , and in the long-term by means of reputation [42] . Therefore, firms are less likely to choose CSR practices if they are likely to perform below targets. The results of Chen (2008) show that firms' R and D activities will increase if firms are less likely to reach performance targets, and this could lend support to our arguments. Hypothesis 2: CSR will decrease with the distance by which expected performance falls below targets.
Interactions of Backward-and Forward-looking Search
In the backward-looking model, underperformance in the last year will make firms more likely to be risk-averse and thus choose to have more CSR practices. In the forward-looking model, likely underperformance will make firms more likely to be risk-seeking and thus have less CSR practices. It is reasonable to argue that both the backward-and forward-looking perspectives will be taken into consideration in the decision-making process. Therefore, we are going to investigate whether the interaction of these two different performance gaps will influence firms' CSR.
According to hypothesis 1, firms will choose to increase CSR practices if they have experienced underperformance in the last year. On the contrary, hypothesis 2 posits that firms will choose to decrease CSR practices if they will experience underperformance in the next year. What will firms do if they have experienced underperformance in the last year and will experience underperformance again in the next year? We argue that such a desperate situation will make firms more risk-seeking [6] since it could not be worse off, and thus, firms will invest more in risk-seeking behaviors such as R and D activities.
Hypothesis 3:
The performance gap against targets in the next year will weaken the effect of the performance gap in the last year on CSR.
Moderating Effect of the Value of Financial Performance
Based on behavioral theory of firm and prospect theory, above we have made propositions on the relationship between underperformance and CSR. However, this does not mean that the value of financial performance alone does not make sense to firms. A financial performance may be satisfactory even though it failed to reach the goals, or it will fall below targets, especially when the performance gap is small and acceptable. Attribution theory may be helpful to explain how the value of financial performance will coexist with performance gaps.
Attribution theory suggests that there is an "actor-observer effect" that we tend to attribute others' failure to internal reasons and our failure to external reasons [43] . Following this logic, firms that have experienced underperformance feedback or will fail to reach targets are likely to attribute underperformance to external reasons. One potential external reason may be that the goals or targets are inappropriately set and thus difficult to reach. This kind of attribution is likely to make sense when financial performance alone is good enough. In this way, a higher value of financial performance will weaken the effect of underperformance gaps.
Besides, a higher value of financial performance could also increase firms' tolerance to risk. "Self-serving attribution bias" indicates that we tend to take responsibility for good outcomes and deny responsibility to poor outcomes [44] . A higher value of financial performance is usually positively connected to managers' confidence under the existence of the "self-serving attribution bias," and managers will take responsibility of firms' success [45] . It is suggested that managers' confidence or overconfidence could result in high risk-taking decisions such as R and D actions [46] . In summary, a higher value of financial performance means more available resources and firms are prone to take more risks.
Hypothesis 1 suggests that CSR will increase with the distance by which past performance falls below goals since firms have motivations to search for alternative plans and are highly risk-averse at the same time. But the higher value of financial performance will decrease firms' motivation to search for alternative plans and increase firms' tolerance to risk. Therefore, the relationship between the distance by which past performance falls below goals and CSR will be weakened. Hypothesis 2 suggests that CSR will decrease with the distance by which expected performance will fall below targets since firms are risk-seeking and will search for other risk-taking investments such as R and D actions. Then, a higher value of financial performance will lead firms to be less likely to invest in low-risk practices such as CSR practices. Thus, we have made the following propositions:
The value of financial performance will weaken the effect of the distance by which past performance falls below goals on CSR.
Hypothesis 5:
The value of financial performance will strengthen the effect of the distance by which expected performance will fall below targets on CSR.
Method
Samples
We chose all traded firms listed on either Shanghai Stock Exchange or Shenzhen Stock Exchange during the period from 2011 to 2016 as samples. In order to reduce the possibility of reverse causality, all control and explanatory variables are lagged by one additional year [3] . Since some firms conducted initial public offering (IPO) during this period, our sample constitutes an imbalanced panel dataset.
We compiled a comprehensive dataset from the China Stock Market and Accounting Research (CSMAR) and HEXUN website. The CSMAR was developed by a leading global provider of Chinese financial market data. Most data used in this study either come directly from, or are computed based on the original data from, the CSMAR database. This database provides information about firms' accounting and governance, as well as analysts' estimates for all Chinese firms that are listed on either the Shanghai Stock Exchange or the Shenzhen Stock Exchange. This database enabled us to construct corporate financial performance goals and targets which are core variables in this study. We used the HEXUN website as a source to measure corporate social responsibility of Chinese listed firms. HEXUN is the leading website providing financial and securities information service in China, and it is the only database in China that provides corporate social responsibility information of all listed firms. Ranking CSR Ratings (RKS) is widely used as database for CSR researches, but it only concludes listed firms who have disclosed CSR reports and thus cover only small part of Chinese listed firms. For instance, only 747 Chinese listed firms disclosed CSR report but there are more than 3590 listed firms trading on Shenzhen or Shanghai Stock Exchange in 2016. CSR activities on HEXUN are described by 37 indices and categorized into five types: shareholder responsibility, employee responsibility, suppliers and customers responsibility, environment responsibility, and society responsibility. Information of these activities was collected from the CSR report and the annual report. This database has been increasingly used as a main data source by Chinese studies or studies about CSR of Chinese listed firms [47, 48] .
In order to make the results reliable, we processed the data as follows. First, we excluded observations labeled as special treatment (ST) since these firms are in abnormal conditions. Second, we excluded samples in restricted industries such as the banking industry, the security industry, and the insurance industry. Third, samples that were listed on the stock exchange for less than four years were excluded. Fourth, we excluded samples with missing key information. As a result, we got a final sample of 10,280 firm-year observations. To account for any selection bias, we used a two-stage Heckman model by running a panel logit model on the entire raw sample and then incorporated the inverse Mills ratio calculated from the first-stage model into the second-stage model, which only include our final dataset.
Models
We estimated a linear relationship between financial performance gaps and CSR activities. This model will contain a dependent variable, two explanatory variables, three interactions of explanatory variables and moderators, as well as all other control variables (see Equation (1)). Following and Chen (2008) , we incorporated an indicator variable to distinguish outperformance and underperformance samples in the last year. I 1 is the indicator variable for underperformance samples that is equal to 1 if past performance falls below the goals (firm-specific or industry-specific). And 1-I 1 is an indicator for outperformance firms that is equal to 1 if past performance exceeds goals (firm-specific or industry-specific). Similarly, I 2 is the indicator variable for likely underperformance samples in the next year that is equal to 1 if the firms' expected performance is likely to fall below its performance targets (firm-specific or industry-specific). And 1-I 1 is an indicator for likely outperformance samples in the next year that is equal to 1 if the firms' expected performance is likely to exceed its performance targets (firm-specific or industry-specific).
In this model, CSR i,t is designated as firm i's corporate social responsibility in period t. We include CSR i,t−1 as a control to reduce the influence of autocorrelation [49, 50] . P i,t−1 is a measure of a firms' financial performance at period t−1 and A i,t−1 is a measure of firm i's performance goals for period t−1. EP i,t+1 is a measure of a firm's expected financial performance at period t+1 and T i,t is a measure of firm i's performance targets for period t. C i,t−1 is a group of one-year lagged control variables that would influence corporate social responsibility. CSR ind,t is used to control the industry average level of CSR at the same period since we are going to conduct cross-industry research and CSR practices may perform in different domains and at different levels across industries [51, 52] . M i,t is the inverse Mills ratio calculated from the first stage panel logit model using all raw samples. We also include five dummies to control for time effect in our model. Ordinary Least Square (OLS) regression was used to test our model with penal data. Specifically, we used the fixed procedure in STATA program which was advised by the Hausman test and reported the robust standard errors.
Variables
Dependent Variables
Corporate social responsibility (CSR). In line with arguments of prior studies [31, 53] , we think corporate responsible behaviors to all stakeholders should be included to measure CSR since they could benefit firms in different ways. HEXUN website provides total score of corporate social responsibilities to these stakeholders: shareholders, employees, suppliers and customers, environment, and society. So we use this total score to measure CSR. This variable has 100 as the highest value and the lowest value could be negative since some firms have been punished for environmental pollution or unsafe working environment. 
Independent Variables
Past performance. There are many ways to evaluate corporate financial performance [54] and we choose ROA in this paper for its ability to avoid distortions by differences in leverages across firms and industries [55] . This variable is measured as ROA in the last year.
Performance goals. In line with prior studies [56] , we computed firms' performance goals using the exponentially weighed moving average of past performance (see Equation (2)). In such a situation, performance goals are adapting more to the closer past performance to avoid bias. In this equation, we tried different weights for (a 1 ) from 0 to 1 by increments of 0.1 and found consistent results. So, we report the results based on a 1 = 0.4 which has the highest value of R 2 . In that way, firms' performance goals for t−1 is the weighted combination of focal firms' performance at t−2 (with a weight of 0.6) and performance at t−3 (with a weight of 0.4). The industry-specific performance goals in t−1 are a combination of the median performance of firms in the same industry at t−2 (with a weight of 0.6) and at t−3 (with a weight of 0.4).
A
Expected performance. Following the measurement of prior studies [6] , we multiplied the median of all analysts' one-year prediction for firms' earning per share by the total number of shares to capture the forecasted earnings and then divided by total assets to capture expected performance. It has been confirmed that there are continuous communications between CEOs and analysts and there is high correlation between executives' forecasts and analysts' forecasts [55] .
Targets. Based on the logic of the behavioral theory of firm, performance targets are set on the understanding of historical performance [37] . In that way, we measured corporate financial performance targets by regressing on firms' ROA from time t−1 to t−3 and then predicted the value of ROA at time t.
Moderators. We had two moderators in this paper: the performance gap between expected performance and targets and the value of financial performance. The former could be computed by using expected performance at period t+1 minus performance targets at period t, both of which have been discussed above. The latter could be measured by past performance which also has been discussed above as an explanatory variable.
Control variables. We controlled for many factors that may influence CSR. At the firm level, we control for firm age, firm size, boardroom gender diversity, subsidy, ownership type, visibility, political ties, slack resources, and R and D investment. Firm age is the number of years since a firm's foundation. We use its natural logarithm to correct for its skewness. Firm size was measured by the natural logarithm of firms' total assets. Boardroom gender diversity is the proportion of female directors. Studies have shown that firms with high boardroom gender diversity are likely to invest more in CSR activities [57] . Subsidy is reported in firms' annual reports and we use its natural logarithm to correct for its skewedness. Ownership type was a dummy variable without state-owned enterprises (non-SOEs) coded as 0 and state-owned enterprises (SOEs) coded as 1. Visibility is the percentage of sales, general and administrative expenses to total sales. Higher visibility makes the information of firms more transparent to outsiders [58] and provides higher motivation for firms to solve problems timely. Political ties were measured as Board Chairman or CEO's political membership. Firms with their Board Chairman or CEO acting as a deputy of the People's Congress or a member of the Chinese People's Political Consultative Conference (CPPCC) are coded as 1, and otherwise 0 [59] . We measured slack resources by taking the total net cash-flow from a firm's operations, financing, and investing activities, scaled by its total sales. We also controlled for R and D investment to account for firms' trade-off between R and D activities and CSR activities, which is measured by proportion of R and D expenditure on sales. At the industry level, we controlled for the median of CSR of all firms in the same industry since CSR is likely to be influenced by mimetic isomorphism pressures [60] . At the time level, we included five dummies to control for the microenvironment effect. We also included a one-year lagged CSR to control for the effect of organizational routines. Table 1 provides the descriptive statistics for our final dataset, which consists of 10,280 firm-year observations. The mean of the CSR is 28.77, and the median is 22.31, which indicates that Chinese listed firms' social performance is still at low levels. Table 2 presents the correlation matrix of all variables. The correlations between firm-specific and industry-specific past underperformance gaps (0.754) as well as firm-specific and industry-specific future underperformance gaps (0.632) are not high, so that we have to report their effects on CSR separately. The negative correlation between R and D investment and CSR activities (β = −0.064, p < 0.01) indicates that firms may make trade-off between these two alternative plans in an underperformance situation. Table 3 reports the results of the main effect as well as the joint effect and interactive effect between two independent variables. And Table 4 shows the moderating effect of the value of financial performance. To avoid multicollinearity, we centered all of the main explanatory variables and moderators that were used to create interaction terms [61] . From Tables 3 and 4 , it is surprising to find that the coefficients of CSR at time t−1 are low and significant, which may be contradictory to prior studies that suggest CSR is highly institutionalized and becomes part of organizational routines [62] . On the contrary, it provides support to our argument that CSR is an alternative choice to solving problems which implicitly suggests that CSR practices are not organizational routines. Besides, the coefficient of median of industry CSR is moderate and significant which supports the mimetic isomorphism tendency of CSR [60] . Notes: † p < 0.1, * p < 0.05, ** p < 0.01, *** p < 0.001. Robust standard errors in parentheses.
Results
Descriptive Statistics
Main Effect
Model 1 of Table 3 shows the impacts on CSR in the backward-looking pattern. The negative and significant coefficients of (I 1 (P t−1 − A t−1 ) < 0) indicate that CSR increases with the distance by which financial performance in the last year falls below performance goals (firm-or industry-specific). It is consistent with arguments that underperformance will motivate organizations to search for alternative plans [37, 56] and losses in the past will make firms more risk-averse [22] . Thus hypothesis 1 is supported. Model 2 of Table 3 reports the impacts on CSR in the forward-looking pattern. The positive and significant coefficients of (I 2 (EP t+1 − T t ) < 0) indicate that CSR decreases with the distance by which expected financial performance in the next year will fall below performance targets (firm-or industry-specific). Therefore, hypothesis 2 is supported. It echoes the ideas from the behavioral theory of firm that underperformance will motivate organizations to search for alternative plans [6, 37] and ideas from prospect theory that likely losses in future will make organizations more risk-seeking [22] .
Interaction Between Backward and Forward Search
Model 3 presents the joint impact of both backward and forward-looking performance gaps on CSR. We found that the sign and significance of both (I 1 (P t−1 − A t−1 ) < 0) and (I 2 (EP t+1 − T t ) < 0) remains unchanged. Model 4 from Table 3 reports the results of the moderating effect of the expected performance gap in the next year on the relationship between the performance gap in the last year and CSR in this year. The coefficients of moderation term are positive and significant which indicates that expected loss in future will increase organizational tolerance to risk and thus seek for more risk-taking alternative plans, such as R and D actions. Then hypothesis 3 is supported. Table 4 mainly presents the moderating effect of the value of financial performance in the last year on the impacts of different determinants on CSR. Model 5 reports the moderating effect of the value of financial performance on the relationship between the performance gap in the last year and CSR in this year. The results show that the coefficients of the performance gap in the last year become insignificant after including an interaction term, which indicates that the interaction term should have a more powerful impact on CSR. This is an interesting finding since prior studies mostly focused on the value of financial performance [63] or performance gap [6] respectively, and few of them have tried to investigate their interactive effect. The positive and significant coefficients of the interaction term indicate that firms will have less motivation to conduct CSR practices if they think their financial performance in last year alone is good enough. Rationally speaking, performance gap is a better reference to make decisions [64] . But we have to admit that the value of financial performance also influences organizational decisions and behaviors. Thus hypothesis 4 is supported.
Moderating Effect of Value of Financial Performance
Model 6 from Table 4 presents the results of the moderating effect of the value of financial performance in the last year on the effect of expected performance gap against targets. The positive and significant coefficients of interaction terms show that firms will have less motivation to invest in CSR practices if the value of financial performance in the last year is good enough and they are going to lose in the next year. Again, this result is supportive of our arguments that the mixed findings of the value of financial performance on organizational decisions and behaviors [63, 65] does not mean that it does not make sense, but the way it makes sense to firms should be as an effective boundary. Thus hypothesis 5 is supported.
Model 7 included both of these two moderating effects and got similar results. These two moderating roles suggest that the impacts of performance gap and the value of financial performance could coexist to influence organizational decisions. It is better to take both of them into consideration to have a better understanding of corporate decisions and behaviors. It will make results biased and misconducted if we only focus on one of these two perspectives.
Figures
We used Figures 1-3 to better understand the main effect and these moderating effects based on estimated coefficients in firm aspiration/target regression. Figure 1 presents the main effect of the backward-looking performance gap on CSR as well as the moderating effect of the forward-looking performance gap. The bold line displays the main effect of the backward-looking performance gap which has been hypothesized in hypothesis 1, and the slope shows that CSR increases with the distance by which financial performance in the last year falls below the goals. The two dotted lines are plotted assuming the value of the forward-looking performance gap is the mean plus or minus one standard deviation. These three lines have some conjunctions, but we could see that the slope of the line with a high forward-looking performance gap is flatter than lines with a neutral or low forward-looking performance gap. That is to say, the expected performance gap in the next year will weaken the effect of the performance gap in the last year on CSR. neutral or low forward-looking performance gap. That is to say, the expected performance gap in the next year will weaken the effect of the performance gap in the last year on CSR. Figure 2 presents the main effect of the backward-looking performance gap on CSR as well as the moderating effect of the value of financial performance in the last year. The two dotted lines are plotted assuming the value of the moderator is the mean plus or minus one standard deviation. We can see that the line with low ROA in the last year has a flatter slope than the line with neutral ROA in the last year. It is interesting to find that CSR would decrease with the distance by which financial performance falls below goals in the last year if the value of financial performance is mean plus one standard deviation. It is a powerful support to our argument that the value of financial performance has a moderating effect on the effect of the relative value of financial performance against goals on CSR.
. neutral or low forward-looking performance gap. That is to say, the expected performance gap in the next year will weaken the effect of the performance gap in the last year on CSR. Figure 2 presents the main effect of the backward-looking performance gap on CSR as well as the moderating effect of the value of financial performance in the last year. The two dotted lines are plotted assuming the value of the moderator is the mean plus or minus one standard deviation. We can see that the line with low ROA in the last year has a flatter slope than the line with neutral ROA in the last year. It is interesting to find that CSR would decrease with the distance by which financial performance falls below goals in the last year if the value of financial performance is mean plus one standard deviation. It is a powerful support to our argument that the value of financial performance has a moderating effect on the effect of the relative value of financial performance against goals on CSR.
. Figure 3 depicts the main effect of the forward-looking performance gap on CSR as well as the moderating effect of the value of financial performance in the last year. The bold line displays the main effect and we can see that CSR decreases with the distance by which expected performance will fall below performance targets as we have hypothesized in hypothesis 2. The two dotted lines are plotted assuming the value of the moderator is the mean plus or minus one standard deviation. CSR would decrease at a higher rate with the distance by which expected financial performance will fall below performance targets if the value of financial performance in the last year is good enough. 
Robustness Examination
We first used the Generalized Least Squares (GLS) model to retest our hypotheses to avoid bias from the regression method. Estimation from the GLS model is unbiased from the existence of AR (1) autocorrelation, cross-sectional correlation, and heteroskedasticity across panels. The results of the main effects with the GLS method are reported in table 5. We can see that our hypotheses are still supported by the data. Figure 2 presents the main effect of the backward-looking performance gap on CSR as well as the moderating effect of the value of financial performance in the last year. The two dotted lines are plotted assuming the value of the moderator is the mean plus or minus one standard deviation. We can see that the line with low ROA in the last year has a flatter slope than the line with neutral ROA in the last year. It is interesting to find that CSR would decrease with the distance by which financial performance falls below goals in the last year if the value of financial performance is mean plus one standard deviation. It is a powerful support to our argument that the value of financial performance has a moderating effect on the effect of the relative value of financial performance against goals on CSR. Figure 3 depicts the main effect of the forward-looking performance gap on CSR as well as the moderating effect of the value of financial performance in the last year. The bold line displays the main effect and we can see that CSR decreases with the distance by which expected performance will fall below performance targets as we have hypothesized in hypothesis 2. The two dotted lines are plotted assuming the value of the moderator is the mean plus or minus one standard deviation. CSR would decrease at a higher rate with the distance by which expected financial performance will fall below performance targets if the value of financial performance in the last year is good enough.
We first used the Generalized Least Squares (GLS) model to retest our hypotheses to avoid bias from the regression method. Estimation from the GLS model is unbiased from the existence of AR (1) autocorrelation, cross-sectional correlation, and heteroskedasticity across panels. The results of the main effects with the GLS method are reported in Table 5 . We can see that our hypotheses are still supported by the data.
Squared terms of independents were added into regressions to see if the curvilinear relationship can better describe the backward-and forward-looking CSR activities. Low and moderate distance below performance targets or goals may provide motivation to search for alternative plans, but high distance below performance targets or goals may limit corporate ability to do so [66] . The results are reported in Table 6 . We can see that most squared items are not significant and the R 2 values are not larger than linear models, which indicate that the linear relationship is a better description. Notes: * p < 0.05, ** p < 0.01, *** p < 0.001. Standard errors in parentheses. Notes: * p < 0.05, ** p < 0.01, *** p < 0.001. Robust standard errors in parentheses.
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Discussion and Conclusion
Conclusions
Based on the behavioral theory of firm and prospect theory, we tried to investigate how CSR activities are influenced by financial performance. Prior studies on this relationship have led to mixed findings since they assumed that it is the value of financial performance that determines CSR activities. To address such mixed findings, this study assumes that it is the performance gaps against goals or targets that determines CSR activities due to the existence of bounded rationality. Besides, we found that underperformance in the past is more likely to encourage firms to engage in less risk-taking behaviors such as CSR activities, and likely underperformance in the future would encourage firms to engage in less CSR practices. Finally, this paper found that the value of financial performance is such an important boundary on the relationships in question that the impact of past underperformance would even be positive under the high value of the financial performance situation.
Theory Contributions
Our findings extend the literature on organization research in three ways. First, we contributed to CSR literature by finding its determinant as underperformance gaps. Even though there are dozens of studies on determinants of CSR activities, such as corporate governance [67] , firm size, and competition intensity [4] , little is known about the relationship between financial performance gap and CSR decisions. The inconsistent prior findings on the relationship between financial performance and CSR activities may result from their negligence of organizational bounded rationality. Specifically, we argued that organizations would set goals or targets as a reference point to evaluate their financial performance [6] and it is the performance gaps between real financial performance and these reference points that determines CSR activities. It is a new perspective and can help gain better understanding on the determinants of CSR activities.
Second, we extend literature on the behavioral theory of firm and organizational risk-taking by providing CSR as a less risk-taking choice. Prior studies about performance gap and organizational behaviors mostly focused on high risk-seeking actions, such as R and D investment [6] . We provide CSR as an alternative choice which is less risk-taking and thus, present a more completed picture. Though it has been predicted by prospect theory that losses in the past will make organizations more risk-averse and losses in the future will make organizations more risk-seeking [22] , most studies have tested this logic only by high risk-taking activities such as R and D actions. Prior findings that firms would increase R and D investments when facing underperformance in the last year [6] actually contradicts the predictions of prospect theory. One possible explanation may be that these studies did not take the trade-off between CSR and R and D activities into consideration. This paper did control the R and D investment when exploring CSR activities and got results consistent with prospect theory. Therefore, future studies on CSR or R and D should take organizational trade-off between them into consideration.
Last but not least, we shed new light on the behavioral theory of firm by incorporating the value of financial performance as an important boundary. Prior studies have investigated the effects of performance gaps and the value of financial performance, respectively [6, 65] . Mostly, they thought that performance gap was a better determinant of organizational behaviors than the value of financial performance alone [41, 56] due to the existence of bounded rationality, implicitly or explicitly. We argued that the value of financial performance will influence the impacts of performance gaps on corporate decisions, which may be another form of bounded rationality. This study found that the value of financial performance will change the effect of underperformance gaps and increase organizational tolerance to risk. In this way, incorporating these two perspectives into a comprehensive framework and investigating their interactive effects is helpful to gain better understandings.
Implications for Practitioners
The results obtained in this paper have some implications for practitioners. First, managers could choose CSR as alternative plan when facing past failures. Great pressures are faced by managers when firms fail to attain performance goals, and managers need some effective alternatives to respond to these pressures [28] . Prior studies may encourage firms to promote investment into R and D activities, for such behaviors can build competition advantage [6] . However, managers may be less likely to take such suggestions since failure in the past makes them more risk-averse [22] . We suggest managers in such a situation promote investment into CSR activities, for such behaviors can build competition advantage [36] and satisfy managers' needs of low risk-taking at the same time.
Second, managers could choose high risk-taking alternative plans when there is a possibility to fail expectations in the future. In line with prior studies, results from this paper suggest managers increase investment into R and D activities if firms are unable to reach performance targets in the future [6] . In such a situation, managers should invest more in high risk-taking behaviors, such as R and D, to avoid possible failure in the future.
Third, managers should take both performance gaps in past and in future into consideration when making decisions. Both history experience and future expectations are useful and important reference points in the decision-making process. Thus, managers should take both backward-and forward-looking performance gaps into consideration when looking for effective alternative plans. Focusing on only one of these two perspectives may lead to unsatisfactory consideration of the need from another perspective.
Finally, managers should avoid the illusion of the value of financial performance. Judgments of business operation may be influenced by the value of financial performance even though firms failed, or are going to fail, reference points. However, reference points are set to cope with bounded rationality and the impact of the value of financial performance may distract firms far away from rationality. In this way, managers should make judgements and decisions based on performance gaps and avoid the illusion of the value of financial performance.
Limitations and Future Study Considerations
However, there are some limitations in our studies. First, we did not incorporate firms' choice among high risk-taking behaviors such as R and D actions and less risk-taking behaviors such as CSR practices into a framework. The effect of performance gap on R and D actions has been investigated in a US setting [1] and we assume that there will be consistent findings in Chinese settings during our hypotheses. This assumption needs further investigations and confirmations. Second, CSR activities can be conducted in different domains [68] and different combinations of these domains may have different meanings to firms [69, 70] . We only discussed the impacts of performance gaps on overall CSR activities in this paper. Future studies could try to investigate how firms will behave in these domains under different performance gaps situations. Third, we did not investigate the effect of outperformance on CSR. We argued that CSR could be used to solve problems since underperformance firms will have motivations to search for alternative plans. But it is likely that outperformance firms also have motivations to promote CSR to build competitive advantage. It is another story and future studies hold promise to have promising findings. 
